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SECRET

OFFICE OF REPORTS AND ESTIMATES, CIA
FAR FAST/PACIFIC BRAKNCH

INTELLIGENCE HIGHLIGHTS NO. 6&
1. AUGUST to 6 SEPTEMBIR 1949

SEGTION I. SUMMARY OF FAR EAST TRENDS AND DEVELOPMENTS

Substantial Korean forces, treined and equipped in Manchuria
by the Chinese Communists, are reported entering the northern puppst
Republic as reinforcements for the expanding Penples' Army (p. 3 ).

While the anti-Natlonalist coup in Yunnan has not yet placed that
province in the Communist camp, it is believed that the authorities in
control of Kunming are at least inclined towards accomodation with the
Chinese Communists (p. 3).

Recent statemenits by Ho Chl Minh's resistance government in
Indochina indicate that the days when a compromise settlemsnt for
*independence" within the framework of the French Unlon might have
been possible are now past (p.5).

Combined Karen-fachin military activities in the 3haa States
of northeast Burma are meeting little resistance and the pOSS L
bility exists that a united minorities' front may be fommed in
opposition to the Durmese Government (p. 6 ).

The marginal notations used in succeeding sections of this ieelly

(van, #B%, or #{") indieate the importance of the items in B/FE colinion

with Y"AY representing the most important.
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Pgoples? Army reinforced--A larpe-~scale movement into northern ngH
Rorea by Korsan troops, trained and eonipged by the Chinese Corumunists k
in Menchuria, appears to have develcpsd during July and Augnst and .

probably is continuing. Recent reports state Lhet twenty to thiriy
thousand troops (with equipment includiag captured US trucks and
small arms) entered northern Korea thiough Sinuijy inm a 15-day
period. Rumors in northern XKurea now olace the number of Chinese
Zorean trocps in the Pecples' Arsy at 50,000, WwWhile this number

is believed exaggersted, it s probable that the Feoples! Arny is :
presently in the process of expznsion from about 56,000 to a :
reported gpoal of 106,000,

il an g

The full significance of the expangsion of the Pevples' Arsy and 3
its continuings concentration near the 38th Parallel is not clear.
ilthough the expansion of the Peoples' Aray might indicate prepara-
tions for an sariy invasior of southern Korea, there is some evidence :
that the rapid sxpansion of southsrn sorean forces, tine police dis-
ruption of the lommunis® underground in southesrn Korea, and unvest in
northera Korea have farced the present expansion of the Peoplas?

Army as a defensive measure,

T

“Ravolt! in Yunaun--Press reports from Hong Kong, attribubed to LUNG %
Yun, former Tanoan governor, state that LU Han, the present governor

of Yunnan and a step-brother of LUNG, has issuwed a manifestw which

decilares his oppositlon to GHIANG ‘{ai«usilek; has reportedly esiab-

lished independent military control over the Kunming ares, and

will sesk a local settlement with the Chinese Communists.

1
F

LU's action in'rebellingtagainst Natlonalist authority at
this time is apparently in answer to increased Nationalist pressure
on Yunnan, a rear aresa, Y quit straddiing the fence in tlw Natlonslist-
voprcunist showdown, Areas sach as Yuonan, which served a8 rear bases !

T T S
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for the war against Jdepan, have mors recently been thrust into promi-
nence in the Nationalist's strugzle against the Communists. Hationalist
functionaries, including CHIANG Ching-kuo, one of the Generalissimo's
sons, have lately been visiting the province in an attempt to convince

LU not to desert the Habtionmalist canse. Such renewed Nationalisi Interest
is not welcomed in the back area of Yunnan, where there is litile evi-
dencz of either the desire or the intention to oppose the Communists’
manifest "mandate of heavend,

At present there are in Yunnan at least four separate military
forces, the realistic bases of politieal power in China, each opposing
the other: Governor LU Han's Provineial troops number between ten and
fifteen thousand; the Nationalist 25th Army has a strength of from
sixteen to twenty thousand; Communist guerrilias, bandit and di.ssident
forces total some forty o fifty thousand; while various minor forces,
loyal to ex-Governor LUNG, probably amount to no more than threa
thousand, The Communist guerrillas amd bandit' forces exercise almost
complete control over about one-third of the province and a lssser degree
of control over another third, Frovincial authorities have firm control
over the remaining third, mestly around Konming,

Reports iundizate that LU's regime has latsly been gaining in popu-
larity, following a fairly successfal "handit Suppression® campaign and
an  anti-Nationalist stand whiech is popular with the independent Yunnan-
ese. fovernor LU has issued hiz own currency, has brougitlarge numbers
of Nationalist troops in the province under his dominance, and has
discouragaed the enbry of new Nationalist forces,

It is not certain that LU's prasent action was carried out in the
interests of ex-Governor LUNG Yun, who, since his JAT-engineered a8cape
from house arrest in Nanking, has tarown his lot with the Communists
and has denounced CHIANG, for which he has had the satisfaction of being
Lermsd "a great democrat” in the Communist press. Althoush LUNG hos
continued to interest himsslf in Yunnanese affairs, it is doubtful if
his actual power in the province is anywhere as extensive as it once
wag and apparently his authority has been largely displaced by LU Han's,
For this reason, accurate evaluation of the Hong Kong dispatches is
difficult. If, however, LU and his cohorts believe that the Nationalists
cause is deomed, it is probable that thay soon will seek accomodation
with the Communists. However, late dispabches state that the situation
in Kunming is quiet but tense and that LU Han has departed for Chungking
to confer with CHIANG Kai-she, thus indicating that a reconciliation

may 3till be possible.,
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INDOCHINA

Hard line from Ho--Although Frenci press reports of Vietnamese
broadcasts admitting double~dealing in 1946 have not been substantiated
by recent, resistance statements, Ho Chi iinh's regime has taken an
anprecadentedly defiant tone in its latest propaganda efforts. Timed
to coincide with the first meetings of French delegates and anti-Ho
Vietnamese in Saigon to implement the terms of Lhe Bao Dai-Auriol

March 8 Agreement, latest resistance broadcasts appsar % be an atiempt
to deny the assertion of Bao Dai's followers that the Zaperor, in the
course of his negotiations with the French, has won more concessions
for Vietnam than were embodied in the earlier agreements signecd between
Ho and the French, '

More than the -direct "we dld better"” statemenit, the Ho regime
now offers no coicessions to the French and demands none. W"Independence"
is defined by the resistance radio as positively excluding domination
of any kind, direct or indirect, economic, fimanecial or militaery. On
the question of "independence" within the French Union, regarding which
Ho has been either coneciliatory or non-commitfal in the past, the
resistance radio now takes a strong negative positicn. "France," the
broadcasts declare, "has definitely sided with world reactionary
imperisl ism." That France, “beaten by a former colonial people, living
from hand to mouth on foreign loans, aml too weak even o defend its
own soil, " should presume to “advise® any country is a notion held up
to ridicule.

whether the hardening of Ho's attitude is a result of the appoint-
ment of Pham Van Dong-—possibly a Communist and certainly one of ithe
most forceful and capable of the Vietnamese revolutlonsries-«to the
posts both of Vice-President and of Chalrman of the National Defense
Council is still a matter for conjecture. It 1s suspected, though
without confirmation, that a factor of egual importance in the harden-
ing of the resistance govermment's atbitude is the record of Commanist
victory im China.

Whether this Communist triumph has brought about a USSR orienta~
tion in Vistnam is not yet clear. The Viebnsm radio has been at sonme
pains to explaln that the certainiy of the Republic of Vietnam’s eventual
victory long antedates sweeping Chinese Communist Army successes, and
adds: "the southward advance of the Chinese Liberation Army may have
a favorable bearing upon the Vietnam situstion, but it alsc will create
many difficulties." Vice~President Pham Van Dong, in turn, has deciarsd
that "erisis has broken cut in a number of imperlalistic countrises,
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while the democratic movemeni is gaining strength everywhere'--a
comment which conforms with the Communist party line--but has added
at the same time (echoing Ho's favorite maxim) #However, we only
rely on ourselves for winning the war." Ho himself has denied having
nsgotiated with the Chinese Communists in order to get heavy mortars
for his forces, but has admitted that he would accept such weapons if
they were offered him. iionetheless, Ho has expressed the opinion,
contrary to Mao Tse-tung's view, that neutrality is both possible and
desirable between the US and the USSR. Meanwhile, there is some
reason Lo suppose that Ho's present repudiation of the French Unieon
may cause confusion in Communist circles, in view of the fact tiat,
as recently as 31 Augast, Radlo Moscow endorsed a Communist-line
publication calling for a Franco—Vietnanese conciliation wit hin hhe
framework of the French Unlon.

BURMA

Move towards minority cocalition--The combined Karen-Kachin force which ngn
recently captursed Taunggyl and Lashio, capitals of the Southern and

worthern Shan States in northeastern Burma respectively, is now

reported to have occupied Kengtung, capital of the easternmost Shan

state. No efiactive oppositicn to this rebel force is likely to

develop in the Shan States in the near future; first, because thers

are few, if any, trained Shan troops and second pecaise il 1S guestionable
if Shan treops ®uld be used against the Karens and Kachins in any

case. There are only a few Burman troops in the Shan Stabes and it

is doubtful if many more can be spared from southern Burma,

Although the first conclusion to be drawn from this Shan States
campaign is that the Karen rebellion is still strong, of more signi-
ficance is the possibility that the campaign indicates the develop-
ment of greater unity among the ethnic minorities in opposition to
the Burmese Government. It lLias been reported by a US Iimbassy official
on the spot thal despite Shan resemtment over current Karen operations,
Karen, Kachin and Shan leaders are unanimous in their low opinion of
the Government and desire for greater autonomy. lLeaders of these
three peoplss are reported to be considering the formation of a
Federation of Hill Peoples and the presentation to the Govermsent
of a unified demand for grester self-government, including the recogni-
tion of a separate Karen state. It is entirely possible that a loose
working arrangement alongz these lines, and including the Chins, will
be effected. Government rejection of such a united minorities! propo-
sal, when and if put forward, would incurr the risk of an increase in
insurrectionary aclivity simultaneous with a sharp decline in military
petential.
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